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proceeding under paragraph (a) of this
section.

(Authority: 31 U.S.C. 3711, 38 U.S.C. 501).
[69 FR 62195, Oct. 25, 2004]

§1.914 Collection in installments.

(a) Whenever feasible, VA shall col-
lect the total amount of a debt in one
lump sum. If a debtor is financially un-
able to pay a debt in one lump sum, VA
may accept payment in regular install-
ments. VA should obtain financial
statements from debtors who represent
that they are unable to pay in one
lump sum and independently verify
such representations whenever pos-
sible. If VA agrees to accept payments
in regular installments, VA should ob-
tain a legally enforceable written
agreement from the debtor that speci-
fies all of the terms of the arrangement
and contains a provision accelerating
the debt in the event of default.

(b) The size and frequency of install-
ment payments should bear a reason-
able relation to the size of the debt and
the debtor’s ability to pay. If possible,
the installment payments should be
sufficient in size and frequency to lig-
uidate the debt in 3 years or less.

(c) Security for deferred payments
should be obtained iIn appropriate
cases. However, VA may accept install-
ment payments if the debtor refuses to
execute a written agreement or to give
security.

(Authority: 31 U.S.C. 3711; 38 U.S.C. 501).
[69 FR 62195, Oct. 25, 2004]

§1.915 Interest, administrative costs
and penalties.

(a) Except as otherwise provided by
statute, contract, or other regulation
to the contrary, and subject to 38
U.S.C. 3485(e) and 5302, VA shall assess:

(1) Interest on all indebtedness to the
United States arising out of participa-
tion in a VA benefit, medical care, or
home loan program under authority of
Title 38, U.S. Code.

(2) Interest and administrative costs
of collection on such debts described in
paragraph (a)(1) of this section where
repayment has become delinquent (as
defined in 31 CFR 900.2(b)), and

(3) Interest, administrative costs, and
penalties in accordance with 31 CFR

§1.915

901.9 on all debts other than those de-
scribed in paragraph (a)(1) of this sec-
tion.

(b) Every party entering into an
agreement with the Department of
Veterans Affairs for repayment of in-
debtedness in installments shall be ad-
vised of the interest charges to be
added to the debt. All debtors being
provided notice of indebtedness, includ-
ing those entering into repayment
agreements, shall be advised that upon
the debt becoming delinquent, or in the
case of repayment of already delin-
quent debts, interest and the adminis-
trative costs of collection will be added
to the principal amount of the debt.

(c) The rate of interest charged by
VA shall be based on the rate estab-
lished annually by the Secretary of the
Treasury in accordance with 31 U.S.C.
3717 and shall be adjusted annually by
VA on the first day of the calendar
year. Once the rate of interest has been
determined for a particular debt, the
rate shall remain in effect throughout
the duration of repayment of that debt.
When a debtor defaults on a repayment
agreement and seeks to enter into a
new agreement, VA may require pay-
ment of interest at a new rate that re-
flects the current value of funds to the
Treasury at the time the new agree-
ment is executed. Interest shall not be
compounded, that is, interest shall not
be charged on accrued interest and ad-
ministrative costs required by this sec-
tion. If, however, a debtor defaults on a
previous repayment agreement, inter-
est and administrative costs that ac-
crued but were not collected under the
defaulted agreement shall be added to
the principal under the new agreement.

(d) Interest on amounts covered by
this section shall accrue from the date
the initial notice of the debt is mailed
to the debtor. Notification shall be
considered sufficient when effected by
ordinary mail, addressed to the last
known address, and such notice is not
returned as undeliverable by postal au-
thorities.

(e) Interest under this section shall
not be charged if the debt is paid in full
within 30 days of mailing of the initial
notice described in paragraph (b) of
this section. Once interest begins to ac-
crue, and after expiration of the time
period for payment of the debt in full
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